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SUBJECT: EXPORT CREDIT NEGOTIATIONS - EC COMMISSION OUTLINES ITS PLANS 


REF: (A) EC BRUSSELS 1577, (B) EC BRUSSELS 676, (C) EC BRUSSELS 1329, 

(D) EC BRUSSELS 1330 

1 . BEGIN SUMMARY: EC COMMISSION OFFICIALS SAY EFFORTS ARE UNDER WAY 
TO 

FIND A COMPROMISE TO THE CONSTITUTIONAL DISPUTE OVER EC COMPETENCE 
IN AN AGREEMENT TO LIMIT EXPORT CREDITS. THE SMALL MEMBER STATES 
ARE INTERESTED IN PARTICIPATING IN UNILATERAL DECLARATIONS AND 
REPORTEDLY ARE TAKING A FLEXIBLE APPROACH TOWARD THE PROCEDURE OF 
IMPLEMENTING AN AGREEMENT. THE COMMISSION PLANS TO DELAY A 
DECISION ON ITS PROPOSAL TO PHASE OUT COST ESCALATION INSURANCE 
UNTIL MARCH 24 IN ORDER TO AVOID ENTANGLING THIS 

ISSUE WITH THE DISPUTE OVER EC COMPETENCE TO NEGOTIATE A GENTLEMEN'S 
AGREEMENT. END SUMMARY. 
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2. EXPORT CREDIT GENTLEMEN S AGREEMENT: COMMISSION OFFICIALS INTERPRET 
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FRENCH COMMENTS AT THE FEBRUARY 16 FINANCE COUNCIL MEETING (SEE REF A) 

ASA MANIFESTATION OF A STRONG GOF DESIRE TO PRESERVE ITS 
FLEXIBILITY. SHOULD THE EC ENTER INTO AN EXPORT CREDIT 
AGREEMENT, THE FRENCH ARE FEARFUL THAT THEY WOULD BE BOUND 
TO IT AND CONSEQUENTLY COULD NOT EASILY WITHDRAW FROM IT. 

THE COMMISSION IS CONSIDERING AN EFFORT TO MEET THE FRENCH 
PART WAY BY CHANGING ITS REQUEST FOR A NEGOTIATING 
MANDATE (SEE REF C). IT MIGHT INCLUDE A PROVISION THAT A 
MEMBER STATE CAN CALL FOR A REVIEW OF THE AGREEMENT AT ANY 
TIME. THIS WOULD ASSURE MEMBER STATES THAT SHOULD THEY 
HAVE PROBLEMS WITH IMPLEMENTATION OF THE AGREEMENT, THEIR 
VIEWS WOULD BE HEARD. WE DO NOT KNOW HOW THE FRENCH WOULD 
REACT TO SUCH A PROPOSITION. THE FRENCH DELEGATION HERE 
SAYS THAT FOURCADE IS PERSONALLY MAING THE DECISIONS ON 
THIS ISSUE. 

3. COMMISSION PLANS: COMMISSION OFFICIALS TELL US THAT 

THEY PLAN TO SEEK PROMPT COMMITTEE OF PERMAMENT REPRESENTATIVES 
CONSIDERATION OF THEIR REQUEST FOR A NEGOTIATING MANDATE. 

AT THE SAME TIME THEY WILL SEEK A COMPROMISE OVER THE CON- 
STITUTIONAL QUESTION OF THE COMPETENCE OF THE EC IN EXPORT 
CREDITS. FOR EXAMPLE, UK OFFICIALS HAVE SUGGESTED INCLUDING 
IN THE AGREEMENT A SUBJECT THAT DOES NOT DEAL WITH EXPORT 
CREDITS AND WOULD BE OUTSIDE OF THE EC COMPETENCE. THIS 
WOULD THEN REQUIRE DECLARATIONS BY BOTH MEMBER STATES AND 
THE EC. SUCH A PROCEDURE MIGHT HELP SOLVE SOME MEMBER STATE 
CONCERNS THAT THE EC SHOULD NOT BE GIVEN AN EXCLUSIVE ROLE IN 
THIS MATTER. COMMISSION OFFICIALS HOPE THAT, SHOULD THE UK 
PROPOSE INCLUDING A NEW ELEMENT IN THE ONGOING DISCUSSIONS, 

US OFFICIALS WILL CONSIDER IT IN THE LIGHT OF THE EC EFFORTS 
TO WORK OUT ITS INTERNAL PROCEDURAL PROBLEMS. COMMENT: OUR 
IMPRESSION IS THAT THIS PROPOSAL WILL NOT MEET FRENCH DESIRES 
TO RETAIN NATIONAL FLEXIBILITY IN THIS AREA. 

4. FRG PERDEL SOURCES TELL US THAT COMMISSION DIRECTOR KLEIN 
PLANS TO GO TO BONN TO DISCUSS EXPORT CREDIT DEVELOPMENTS. 

THESE SOURCES ADD THAT BOTH THE SMALL MEMBER STATES AND THE 
COMMISSION HAVE BEEN FULLY INFORMED OF THE CONTENTS OF THE 
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PROPOSED UNILATERAL DECLARATIONS. THE SMALL STATES REPORTEDLY 
ARE INTERESTED IN PARTICIPATING. THESE STATES HAVE NO MAJOR 
DISAGREEMENTS WITH THE TERMS OF THE PROPOSAL AND ARE WILLING 
TO BE FLEXIBLE ON PROCEDURES. (THIS IS THE VIEW OF OUR FRG SOURCES, 

BUT WE DO NOT KNOW WHETHER THE SMALL STATE CAPITALS AGREE.) 

5. COST ESCALATION INSURANCE: EC COMMISSION OFFICIALS INFORM 
US THAT THE COMMISSION IS EXPECTED TO ACT ON ITS DRAFT DIRECTIVE 
TO PHASE OUT COST ESCALATION INSURANCE SCHEMES AT ITS MARCH 24 
MEETING. THIS DECISION WOULD BE ALONG THE LINES OF THE PROPOSAL 
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REPORTED IN REF B, BUT IN ORDER TO MITIGATE ADVERSE REACTIONS 
FROM SOME MEMBER STATES, PARTICULARLY FROM FRANCE, THE PHASE-OUT 
PERIOD MIGHT BE EXTENDED FROM THREE TO FOUR YEARS. THESE 
OFFICIALS ORIGINALLY WERE HOPING TO OBTAIN A COMMISSION 
DECISION BY MARCH 15. HOWEVER, THEY DECIDED TO DELAY A 
DECISION IN ORDER TO AVOID ENTANGLING THIS PROPOSAL WITH 
CURRENT EFFORTS TO OBTAIN A COUNCIL MANDATE TO NEGOTIATE AN 
EXPORT CREDIT GENTLEMEN'S AGREEMENT. HINTON 
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